
 
 
 
 

REGULAR MEETING 
 

PUBLIC EMPLOYEES' RETIREMENT BOARD 
 

MARCH 25, 2004 
 
The regular meeting was called to order by President Teichrow at 8:30 a.m. Thursday, March 25, 
2004.  Roll call was taken with all members of the Board being present.  Board members and staff 
present were: 

Terry Teichrow, President 
Carole Carey, Vice President 

Robert Griffith, Member 
Betty Lou Kasten, Member 

Jay Klawon, Member 
Troy McGee, Member 
Jim Pierce, Member 

Kelly Jenkins, Counsel 
Melanie Symons, Counsel 

Mike O'Connor, Executive Director 
Linda Owen, Secretary 

OPEN MEETING 
 
Dan Kandilas, AMRPE; Tim Jones and Sue Winchester, Great-West Retirement Services; Mike 
Anderson, Bob Bergren, Rick Ryan, Kurt Bushnell, Matt Norby, and Chad Nicholson, members 
of the Montana State Firemen's Association; and Kim Flatow, Member Services Bureau Chief; 
Ian Steel, Disability Claims Examiner; Roxanne Minnehan, Fiscal Services Bureau Chief; Kathy 
Samson, Defined Contributions Bureau Chief; Carolyn Miller, Administrative Officer; Rob 
Virts, Training and Development Specialist; and Keith McCallum, Deputy Executive Director, 
PERA, joined the meeting. 
 
MINUTES OF OPEN MEETING 
 
The Executive Director presented the minutes of the open meeting of February 26, 2004.  Mrs. 
Carey moved that the minutes of the previous open meeting be approved.  Mr. McGee seconded 
the motion, which upon being submitted to vote, was duly carried with the seven attending 
members voting aye. 
 
Public Comment – Dan Kandilas, from Great Falls, introduced himself as the 2004 President of 
the Association of Montana Retired Public Employees (AMRPE). 
 
The Firefighters’ Annual Conference will be in Kalispell, July 14-16, 2004. 
 
EXECUTIVE DIRECTOR’S REPORT - Mike O'Connor 
 
EIAC Recommendations  – Ms. Samson noted that all of the funds in the 401(a) plan, with the 
exception of the SSGA International Growth Opportunities fund, met all of the established criteria.  
The recommendation is to retain all of those funds, and the SSGA International Growth 
Opportunities fund will be placed on “watch” because it is not meeting all of the investment 
guidelines. 
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Mrs. Kasten moved that the Board accept and approve the EIAC recommendations to place the 
SSGA International Growth Opportunities on “watch” in the 401(a) Defined Contribution 
Retirement Plan.  Mr. Pierce seconded the motion, which upon being submitted to vote, was duly 
carried with the seven attending members voting aye. 
 
There are two funds in the 457 Plan that Arnerich, Massena recommended to place on “watch.”  
The Advisory Council concurred with those recommendations.  Funds are reviewed every quarter 
when they are placed on “watch.” 
 
Ø Columbia High Yield - high yield bond fund.  Will be placed on “watch” because it is not 

meeting the IPS investment guidelines. 
Ø Neuberger Berman Genesis Trust - small cap value fund.  Will be placed on “watch” due 

to performance and style drift. 
 
There are funds that Arnerich, Massena recommended to delete and replace: 
 
Ø Janus Balanced – growth fund.  Recommendation to delete due to compliance and 

performance issues; does not meet investment guidelines in the IPS.  Replace with Dodge 
and Cox Balanced Fund already in the plan. 

Ø Janus Worldwide – global stock.  Recommendation to delete for a combination of legal 
issues and not meeting investment guidelines in the IPS.  Replace with American Fund 
New Perspective Fund, which is in the DCRP and doing very well. 

Ø Strong Opportunity – mid cap value fund.  Has been on “watch” for a year.  Not meeting 
benchmarks and does not meet investment guidelines in the IPS.  Recommendation to 
delete and conduct search for replacement manager. 

 
Mr. Pierce made a motion that the Board accept and approve all EIAC recommendations for 
investment option changes for the 457 Deferred Compensation Plan.  Mrs. Carey seconded the 
motion, which upon being submitted to vote, was duly carried with the seven attending members 
voting aye. 
 
Board Conceptual Legislation – The Governor’s Office is requesting they be advised of Board-
sponsored legislative proposals in April. 
 
Board Proposal #1 - PERB Funding - Potential funding issues need to be addressed in the Public 
Employees’ Retirement System (PERS), Game Wardens’ and Peace Officers’ Retirement System 
(GWPORS), and Sheriffs’ Retirement System (SRS).  The GWPORS and SRS will need 
additional funding because the current contributions coming into those systems are less than the 
normal cost.  In the past, these systems have had surplus money that was being amortized to make 
up the difference.  Both systems will now have an unfunded liability.  Mr. O’Connor discussed 
possible funding enhancements with the Board: 
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Ø Increase employer contributions.  (The retirement plans are multiple employer cost-sharing 

plans and all employers would be accountable.) 
Ø Amend GABA to no more than the rate of inflation, with a 3% cap. 
Ø Determine what rate to credit contributions transferring to the DCRP. 
Ø Remove opportunities to inflate compensation in the final years used to calculate final 

average compensation (FAC). 
 
Ideas for correcting a contribution/benefit imbalance causing actuarial funding issues are generally 
for new employees only.  An example would be that the GABA could be tied to the CPI for new 
hires, but the Board cannot adjust the benefit structure for current members unless they grant an 
equal or better benefit.  Mr. McGee suggested changing the statute for paying off the unfunded 
liability from 30 years to 40 years.  Mr. O’Connor said he would have to check on the effects of 
that on our plans.  It was the consensus of the Board that extending the unfunded liability from 30 
years to 40 years should be considered. 
 
Mr. O’Connor recommended looking at replacing the 3-year FAC with a 5-year FAC.    After the 
2004 actuarial valuation, the Board will have a better idea of what kind of impact any of these 
options would have.  On the funding, Mr. O’Connor said he would like to consider all possibilities.  
Mr. Pierce pointed out changes need to be considered for the long-term, as well as for the 
immediate future. 
 
Bob Bergren spoke on behalf of the firefighters, stating that the funding option they agree with is 
to extend payment of the unfunded liability from 30 years to 40 years.  The biggest concern is what 
could be passed on directly to the local cities and counties as a solution.  He felt it would be a lot to 
ask them to increase contributions if there is no benefit to be gained. 
 
As a consensus, the Board gave Mr. O’Connor a directive to consider three options to present to 
the Governor.  The Governor’s Office will want some kind of indication, if there is a potential 
impact on the state, what that impact would be.  It was the consensus of the Board that Mr. 
O’Connor will provide information to the Governor’s Office on the following potential funding 
enhancement options: 
 
Ø Increase Employer Contributions 
Ø Amend GABA to no more than the rate of inflation, with a 3% cap. 
Ø Remove opportunities to inflate compensation in the final years used to calculate final 

average compensation – using a 5-year FAC versus 3-year FAC. 
 
Further discussion will be needed regarding extension of the years to pay off the unfunded liability. 
 
Board Proposal #2 - DCRP Start-Up Costs – Mr. O’Connor stated the Board’s second priority is 
recouping the DCRP start-up costs of $1.5 M.  The Board of Investments (BOI) has no problem 
with extending the loan from 15 years to 20 years.  However, the agreement would continue to 
state that if there were excess monies, the PER Board would consider paying off the loan earlier. 
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Mrs. Kasten made a motion to approve the proposed PERB Funding bill and the General Revisions 
bill.  Mr. Griffith seconded the motion, which upon being submitted to vote, was duly carried with 
the seven attending members voting aye. 
 
Mr. Klawon made a motion to not submit legislation asking the legislature to pay the $1.5 M loan 
for the DCRP start-up costs.  Mr. McGee seconded the motion, which upon being submitted to 
vote, failed with Mr. Klawon voting aye and six of the attending members voting nay. 
 
Mrs. Kasten pointed out that when the DC plan was initiated, the legislature did not, in any way, 
understand the burden to the participants.  Mrs. Kasten moved to approve the DCRP start-up costs 
legislation proposal.  Mrs. Carey seconded the motion, which upon being submitted to vote, was 
duly carried with six of the attending members voting aye, and Mr. Klawon voting nay. 
 
Board Policies – Ms. Symons reported that staff continues to review, update and create policies, 
and the Board’s input offers guidance to staff to create policies according to Board direction.  The 
policy review committee consists of Ms. Symons, Keith McCallum and Carolyn Miller, and the 
Board is welcome to have a representative participate in the weekly committee meetings.  The 
policy project work plan includes: 
 
Ø Revisions of existing policies adopted by the Department of Administration (DOA). 
Ø Reviewing the Board’s existing policies and putting them in a workable format. 
Ø New policies will incorporate ideas of staff, policy committee, and the Board regarding 

subject matter that should be adopted in the Board polices. 
 
Policies are necessary because they give staff direction from the Board, in order to maintain 
consistency.  Policies are processes or guidelines, that can be used by both the Board and staff, to 
best administer the retirement systems.  They also provide a record for decisions made. 
 
Mr. McGee felt that staff has done a wonderful job so far, but he is not interested in having some 
of the proposed policies.  He suggested staff provide the Board with a list of subjects for potential 
policies before all the work is actually done.  He also felt that some of the policies become very 
complex and some things could be handled on a case-by-case basis, depending upon the specific 
situation that has occurred. 
 
Recruitment and Selection Policy – This policy would cover the positions of the Executive 
Director and the attorneys only because those are positions the Board hires.  In the “Procedures” of 
the policy, Mr. McGee would like the wording of “The Board shall nominate a personnel 
committee to hire…” changed to “…shall nominate a personnel committee to select a nominee 
for recommendation to the Board…”  Several other minor changes were recommended.  Mr. 
McGee made a motion that the Board adopt the Recruitment and Selection Policy recommended 
by the Policy Review Committee, as amended.  Mr. Griffith seconded the motion, which upon 
being submitted to vote, was duly carried with the seven attending members voting aye. 
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Reduction in Work Force Policy – Mrs. Kasten felt it was unnecessary that the Board adopt this 
policy because it is so well defined in law.  Ms. Symons explained that this policy would define 
how the process would be handled, not what is done.  Mr. Griffith moved that the Board adopt the 
Reduction in Work Force Policy as recommended by the Policy Review Committee.  Mr. McGee 
seconded the motion, which upon being submitted to vote, was duly carried with six of the 
attending members voting aye, and Mrs. Kasten voting nay. 
 
Performance Appraisal Policy – Mr. McGee would like to see clarification of what the pre-
appraisal process is, or a definition of what will be done.  President Teichrow noted that the 
Personnel Committee will conduct the annual performance appraisals of its Executive Director and 
the attorneys, he would like to have “…with input from the Board” added.  Mr. Pierce moved that 
the Board adopt the Performance Appraisal Policy as recommended by the Policy Review 
Committee, with changes.  Mrs. Carey seconded the motion, which upon being submitted to vote, 
was duly carried with the seven attending members voting aye. 
 
Public Information Policy – Mr. McGee wanted the word “must” be changed to “will” everywhere 
within the policy.  He does not feel it is appropriate telling Board members how they have to act.  
Ms. Symons pointed out there is an expected code of conduct so each Board member can operate 
in a manner appropriate to specific issues that arise.  General issues discussed are no problem.  Mr. 
McGee wants the Board to know what they “should” do, not give them dictums.  If something 
should be a dictum, he feels it should be put in rules or statute.  Ms. Symons stated it is important 
that Board members have a means that spells out how they handle public information.  Mr. Pierce 
moved that the Board adopt the Public Information Policy recommended by the Policy Review 
Committee, as amended.  Mrs. Carey seconded the motion, which upon being submitted to vote, 
was duly carried with the seven attending members voting aye. 
 
Moving and Relocation – Mr. McGee felt the Board should determine on a case-by-case basis 
whether or not new or existing MPERA staff members will be paid moving expenses.  He also 
feels a limit should be established.  Some of the Board members felt a policy might not be needed.   
 
Ms. Symons suggested that if the Board wants the option of paying moving and relocation 
expenses, there should be a policy.  If they do not want to pay moving and relocation expenses, the 
policy should say so.  She suggested also that when a hard-to-fill position is going to be advertised, 
staff could simply ask the Board if payment of moving expenses can be offered. 
 
Mr. McGee stated the policy could say the Board is concerned about moving expenses; therefore, 
there will be specific exceptions to allow moving expenses that will be determined by the Board.  
Or, if a requested amount is not too great, possibly not even taking it to the Board.  Another 
suggestion, from the audience, was to offer a "signing bonus” that would be equivalent to what the 
moving expenses would be. 
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For future Boards, having something in policy would be beneficial.  The Board will not make a 
motion on this policy at this time.  Mr. McGee recommended staff put together something to 
incorporate some of the suggestions presented. 
 
Training Policy – It was recommended by the policy committee that the Board adopt its own 
training policy for Board members.  This would allow the Board a reference when determining 
training needs for new and existing Board members.  Mr. McGee stated he was not sure this policy 
is needed.  Over the years, training needs were addressed when necessary.  Investment Training 
will be added to the list of Board Training Priorities.  Mrs. Kasten felt the Board should “realize” 
when training is necessary or will be beneficial, that it should be a personal preference, not be 
determined by policy.   President Teichrow moved that the Board adopt the Training Policy 
recommended by the Policy Review Committee, as amended.  Mrs. Carey seconded the motion, 
which upon being submitted to vote, was duly carried with six of the attending members voting 
aye, and Mrs. Kasten voting nay. 
 
Ms. Symons asked if the Board wants a limit on how many policies are present each month.  Mr. 
O’Connor said he would establish a limit.  Staff will bring policy changes and a “grocery list” of 
potential policies that can be debated whether or not a policy should be provided.  Board members 
were invited to attend the policy committee meetings. 
 
PERS Contracts – Mr. Klawon made a motion to accept the PERS contract for Pablo/Lake 
County Water and Sewer, to be effective.  Mr. McGee seconded the motion, which upon being 
submitted to vote, was duly carried with the seven attending members voting aye. 
 
Mr. McGee made a motion to accept the PERS contract for Daly Ditches Irrigation District, to be 
effective.  Mr. Griffith seconded the motion, which upon being submitted to vote, was duly carried 
with the seven attending members voting aye. 
 
Communications Plan Summary – Tim Jones, with Great-West Retirement Services, reviewed a 
fourth quarter 2003 activity summary report for the Deferred Compensation (457) Plan and the 
Defined Contribution Retirement Plan. 
 
Operational Summary Report - The Executive Director presented an operational summary 
report for the month of February 2004, answering any questions Board members had. 
 
The following portion of the meeting relates to matters of individual privacy.  President 
Teichrow determined that the demands of individual privacy clearly exceed the merits of 
public disclosure.  As such, this portion of the meeting will be closed. 
 
CLOSED MEETING 
 
CONTESTED CASES 
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Informal Consideration – Patsy Lechner – Mrs. Carey made a motion to approve the disability 
retirement with annual reviews for Patsy Lechner.  Mr. Pierce seconded the motion, which upon 
being submitted to vote, was duly carried with the seven attending members voting aye. 
 
MINUTES OF CLOSED MEETING 
 
The Executive Director presented the minutes of the closed meeting of February 22, 2004.  Mr. 
Klawon moved that the minutes of the previous closed meeting be approved.  Mrs. Carey seconded 
the motion, which upon being submitted to vote, was duly carried with six of the attending 
members voting aye, and Mrs. Kasten voting nay. 
 
Informal Request – Yellowstone County/Roberta Drew – Mr. McGee made a motion to grant 
Yellowstone County’s request to grant Ms. Drew service credit for the time period between 
December 17, 2002 and September 30, 2003.  Mr. Griffith seconded the motion, which upon being 
submitted to vote, was duly carried with the seven attending members voting aye. 
 
RETIREMENT REPORT - Ian Steel, Disability Claims Examiner 
 
Disability Claims  - The Disability Claims Examiner presented the disability claims for Board 
consideration.  After discussion, Mrs. Carey made a motion for approval of the disability claims as 
recommended for Concha Diehl and Debra Rieman, with annual review; for Sandra Haupt and 
Raymond Smerker, without annual review, a duty-related disability without annual review for 
Stephanie Witham; and denying the claims for Roxanne Powers and Nola Luckey.  Mr. McGee 
seconded the motion, which upon being submitted to vote, was duly carried with the seven 
attending members voting aye. 
 
Mr. Griffith made a motion to deny the disability claim for Lloyd Metcalf.  Mr. McGee seconded 
the motion, which upon being submitted to vote, was duly carried with Mr. Griffith, Mr. McGee, 
Mrs. Carey, and Mr. Pierce voting aye, and Mr. Klawon, Mrs. Kasten, and President Teichrow 
voting nay. 
 
Disability Review - The Disability Claims Examiner presented a disability review to the Board.  
Mr. Pierce made a motion to cancel the disability retirement for Carol A. Lockwood.  Mr. Griffith 
seconded the motion, which upon being submitted to vote, was duly carried with the seven 
attending members voting aye. 
 
Finalized Service/Disability Retirement Benefits and Monthly Survivorship/Death Benefits - 
Applications for service retirements/finalized disability benefits, and applications for monthly 
survivorship-death benefits were presented to the Board.  Mrs. Carey made a motion to approve the 
retirement benefits as presented.  Mr. Griffith seconded the motion, which upon being submitted to 
vote, was duly carried with the seven attending members voting aye. 
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Contested Case Report Update - The Board Attorneys presented a contested matter status 
report update. 
 
ADJOURNMENT 
 
There being no further business to come before the Board at this date, President Teichrow 
adjourned the meeting.  The next meeting is tentatively scheduled for April 22, 2004, at 8:30 a.m. 
in Helena. 
 


